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tion relief.
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48.8 Conditions of registration.
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§48.1 Scope.

The provisions of this part apply to
any foreign board of trade that is reg-
istered, required to be registered, or
applying to become registered with the
Commission in order to provide its
identified members or other partici-
pants located in the United States with
direct access to its electronic trading
and order matching system.

§48.2 Definitions.

For purposes of this part:

(a) Foreign board of trade. Foreign
board of trade means any board of
trade, exchange or market located out-
side the United States, its territories
or possessions, whether incorporated or
unincorporated.

(b) Foreign board of trade eligible to be
registered. A foreign board of trade eli-
gible to be registered means a foreign
board of trade that satisfies the re-
quirements for registration specified in
§48.7 and:

(1) Possesses the attributes of an es-
tablished, organized exchange,

(2) Adheres to appropriate rules pro-
hibiting abusive trading practices,

(3) Enforces appropriate rules to
maintain market and financial integ-
rity,

(4) Has been authorized by a regu-
latory process that examines customer
and market protections, and

(5) Is subject to continued oversight
by a regulator that has power to inter-
vene in the market and the authority
to share information with the Commis-
sion.

(c) Direct access. Direct access means
an explicit grant of authority by a for-
eign board of trade to an identified
member or other participant located in
the United States to enter trades di-
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rectly into the trade matching system
of the foreign board of trade.

(d) Linked contract. Linked contract
means a futures, option or swap con-
tract that is made available for trading
by direct access by a registered foreign
board of trade that settles against any
price (including the daily or final set-
tlement price) of one or more contracts
listed for trading on a registered entity
as defined in section 1a(40) of the Act.

(e) Communications. Communications
means any written or electronic docu-
mentation or correspondence issued by
or on behalf of the Commission, the
United States Department of Justice,
or the National Futures Association.

(f) Material change. Material change
means a material change in the infor-
mation provided to the Commission in
support of an application for registra-
tion under this part. Subsequent to
registration, material change also in-
cludes a material change in the oper-
ations of the foreign board of trade or
its clearing organization and, without
limitation, a change in any of the fol-
lowing: The membership or participant
criteria of the foreign board of trade or
its clearing organization; the location
of the management, personnel or oper-
ations of the foreign board of trade or
its clearing organization; the struc-
ture, nature, or operation of the trad-
ing or clearing systems; the regulatory
or self-regulatory regime applicable to
the foreign board of trade, its clearing
organization, or their respective mem-
bers and other participants; the au-
thorization, licensure, registration or
recognition of the foreign board of
trade or clearing organization; and the
ability of the clearing organization to
observe the Recommendations for Cen-
tral Counterparties.

(g) Clearing organization. Clearing or-
ganization means the foreign board of
trade, affiliate of the foreign board of
trade or any third party clearing
house, clearing association, clearing
corporation or similar entity, facility
or organization that, with respect to
any agreement, contract or transaction
executed on or through the foreign
board of trade, would be:

(1) Defined as a derivatives clearing
organization under section 1a(15) of the
Act; or
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(2) Defined as a central counterparty
by the Recommendations for Central
Counterparties.

(h) Existing no-action relief. Existing
no-action relief means a no-action let-
ter issued by a division of the Commis-
sion to the foreign board of trade in
which the division informs the foreign
board of trade that it will not rec-
ommend that the Commission institute
enforcement action against the foreign
board of trade if the foreign board of
trade does not seek designation as ei-
ther a designated contract market pur-
suant to section 5 of the Act or a de-
rivatives transaction execution facility
pursuant to section ba of the Act in
connection with the granting of direct
access.

(1) Swap. Swap means a swap as de-
fined in section 1la(47) of the Act and
any Commission regulation further de-
fining the term adopted thereunder.

(j)  Recommendations  for  Central
Counterparties. Recommendations for
Central Counterparties means:

(1) The current Recommendations for
Central Counterparties issued jointly
by the Committee on Payment and
Settlement Systems and the Technical
Committee of the International Orga-
nization of Securities Commissions as
updated, revised or otherwise amended;
or

(2) Successor standards, principles
and guidance for central counterparties
or financial market infrastructures
adopted jointly by the Technical Com-
mittee of the International Organiza-
tion of Securities Commissions and the
Committee on Payment and Settle-
ment Systems.

(k) Affiliate. An affiliate of a reg-
istered foreign board of trade member
or other participant means any person,
as that term is defined in section 1a(38)
of the Act, that:

(1) Owns 50% or more of the member
or other participant;

(2) Is owned 50% or more by the mem-
ber or other participant; or

(3) Is owned 50% or more by a third
person that also owns 50% or more of
the member or other participant.

(1) Member or other participant. Mem-
ber or other participant means a mem-
ber or other participant of a foreign
board of trade that is registered under
this part and any affiliate thereof that

§48.4

has been granted direct access by the
foreign board of trade.

§48.3 Registration required.

(a) Except as specified in this part, it
shall be unlawful for a foreign board of
trade to permit direct access to its
electronic trading and order matching
system unless and until the Commis-
sion has issued a valid and current
Order of Registration to the foreign
board of trade pursuant to the provi-
sions of this part.

(b) It shall be unlawful for a foreign
board of trade or the clearing organiza-
tion to make false or misleading state-
ments in or in connection with any ap-
plication for registration under this
part.

§48.4 Registration
scope.

(a) Only foreign boards of trade eligi-
ble to be registered, as defined in
§48.2(b) of this part, are eligible for reg-
istration with the Commission pursu-
ant to this part.

(b) A foreign board of trade may
apply for registration under this part
in order to permit the members and
other participants of the foreign board
of trade that are located in the United
States to enter trades directly into the
trading and order matching system of
the foreign board of trade, to the ex-
tent that such members or other par-
ticipants are:

(1) Entering orders for the member’s
or other participant’s proprietary ac-
counts;

(2) Registered with the Commission
as futures commission merchants and
are submitting customer orders to the
trading system for execution; or

(3) Registered with the Commission
as a commodity pool operator or com-
modity trading advisor, or are exempt
from such registration pursuant to
§4.13 or §4.14 of this chapter, and are
submitting orders for execution on be-
half of a United States pool that the
member or other participant operates
or an account of a United States cus-
tomer for which the member or other
participant has discretionary author-
ity, respectively, provided that a fu-
tures commission merchant or a firm
exempt from such registration pursu-
ant to §30.10 of this chapter acts as

eligibility and
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